
Plunges 

Abroad 

Currency Hits 
Record Lows 
In 8 Markets 

Prom News Dispatches 

The once mighty dollar 
had little to* celebrate this 
4th of 'July as it plunged 
to record lows in major Eu- 
ropean markets yesterday 
in one of its worst perform- 
ances of the year. 

The American currency hit 
new lows in Frankfurt, Paris, 
Zurich, Amsterdam, Brussels, 
Oslo, Milan, and Stockholm. 
The drop in Frankfurt against 
the mark was one of the larg- 
est on record for a single day, 
hut the dollar rebounded later 
in the afternoon to recover 
part of the loss. 

Though the volume of dollar 
trading was relatively light, 
dealers described the activity 
as nervous with an absence of 
dollar buyers causing the big 
price swings. 

Bankers, claiming the doUar 
was undervalued, expressed 
puzzlement at the continuing 
decline. But money market 
dealers suggested the short- 
term outlook for the dollar, 
would remain gloomy in the 
absence of positive economic 
news from the United States. 

In Paris, French President 
Georges Pompidou said the 
monetary situation was wors- 
ening, and all countries 
seemed to be dragged down in 
its path. 

“The situation must be ana- 
lyzed and a policy must be 
found for defending France 
and Europe against this perni- 
cious malady called the mone- 
tary crisis,” he told a French 
Cabinet meeting. 

A top dealer in London la- 
mented the lack of govern- 
ment intervention to stop the 
dollar slide and said “our po- 
litical and economic masters 
are letting us in for serious 
economic trouble by doing 


nothing about it.” 

The basic weakness of the 
dollar in the past few months 
has been generally attributed 
by money market observers to 
a lack of confidence in Presi- 
dent Nixon's ability to deal 
with economic problems be- 
cause of the Watergate scan- 
dal, continued U.S. inflation, 
and a lack of significant im^ 
provement in this country’s 
foreign trade figures. 

Yesterday’s decline however 
had experts grasping for eco- 
nomic explanations with little 
agreement as to the cause. 
Among the special factors 
cited were: 

• A report by a leading 
West German economic insti- 
tute that the 5.5 per cent up- 
ward revaluation of the mark 
last week was insufficient to 
help the dollar and that an- 
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her revaluation was there- 
re Ukely. 

Unconfirmed reports that 
unnamed • Middle East 
puntry had been selling dol- 
f heavily in Europe. 
Suggestions that stiff new 
jfcJ.S. restrictions on exports of 
^soybeans and scrap iron and 
steel would further jveaken 
America’s trade balance and 
ifegate the impact of previous 
devaluations. 

This dollar decline reflects 
nothing else,” a 

fur t banker said. “There 

fe no valid economic reason 
list would depress the U.S. 
ency against the mark the 
Kit did today.” 
he Associated Press re- 
ported that in Germany the 
dollar dropped from 2 3850 
marks to a low of 2.3115 
mark?, one of the largest de- 
clines recorded for a single 
djay. In the late afternoon it 
recovered most of the lost 
ground to closte at 2.3725. 

JpThe dollar’s rate in terms 
eft. marks is now about 27, per 
bent lower than the 3.20 mark 
level which was in effect at 
Jlie beginning of this year. , 
**This was before a series of 


monetary adjustments which 
included a 10 per cent deval 
uation of the dollar in Febru- 
ary, two mark revaluations 
totalling 8.5 per cent, and a 
steady <but unofficial down- 
ward drift by the dollar 
against the jointly floating 
group of European currencies. 

Under the floating system 
instituted in February there 
is no “floor” level for the dol- 
lar, which rises or falls daily 
according to buying and sell- 
ing pressures on the money 
markets. 

Otmar Emminger, vice-pres- 
ident of the West German 
Central bank, said in Paris 
yesterday that the dollar's 
decline against the mark is 
exaggerated and that a turn- 
around would take place 
eventually. 

Emminger, who was attend- 
ing a meeting of the Organiza- 
tion for Economic Cooperation 
and Development, noted that 
the dollar had depreciated 
significantly against the mark 
in the last three years. 

“I have no doubt,” he said, 
that given some time, there 
will be a very significant ef- 
fect on flows of trade and bal- 
ances of payments.” 

In Paris the dollar dropped 


under 4 francs for the first 
time but strengthened to 4.05 
francs afteb the official close 
as a result of interbank trad- 
ing. It had closed on Tuesday 
at 4.118 francs. 

In Zurich the dollar sank to 
a record low of 2.790 Swiss 
francs but rebounded to 2.8175 
Swiss francs, still lower than 
the previous day’s 2.8662 
francs. 

Even in Italy the dollar lost 
ground to the lira which has 
been declining for several 
weeks. But in London the dol- 
lar actually gained against the 
pound which was itself bat- 
tered by poor economic news. 

Compared to the currency 
turmoil, the gold markets 
were calm. Gold closed un- 
changed in London at $122.25 
an ounce. In Zurich it was up 
87 cents to $123.50. 


